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Reflections on Economic Planning 


in Pakistan 


BY A. M. HUQ 


_— TYPICAL SITUATION in a backward country prior 
to the initiation of considerable industrialization 
processes may be described as characterized by the ten- 
sion between the actual state of economic activities in 
the country and the existing obstacles to industrial de- 
velopment, on the one hand, and the great promise 
inherent in such a development, on the other.”' This 
statement, made by a Harvard economist with reference 
to the economic development of European countries in 
the nineteenth century, applies with remarkable pre- 
cision to the contemporary economic environment in 
Pakistan. Recent progress in formulating as well as im- 
plementing development programs in that country clear- 
ly reflects this “tension” between actual under-develop- 
ment and potential development. It is the purpose of 
this article to present a factual survey and a critical 
appraisal of the growth of this powerful instrument of 
economic transformation in Pakistan, namely develop- 
ment programming. 

The first major step towards integrated economic de- 
velopment of the country was taken in 1948 when 
Pakistan established the Development Board with the 
specific function of approving and co-ordinating indi- 
vidual development schemes (central and provincial 
consistent with optimum utilization of available re- 
sources, making recommendations regarding priorities 
among development plans and evaluating progress of 
development schemes with a view to removing bottle- 
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1 Alexander Gerschenkron, “Economic Backwardness in a 
Historical Perspective,’ in The Progress of Underdeveloped 
Areas, edited by Bert F. Hoselitz, University of Chicago Press, 
pp. 5-6. 





necks and ensuring steady growth.” By the end of 1950, 
the Board had approved 112 schemes, involving a capi- 
1950, the 
was formulated at the 


tal expenditure of Rs. 1,125 million.’ In 
. . ® 

Six-Year Development Plan 
Commonwealth Consultative 


recommendation of the 


Committee on South and Southeast Asia. This plan, 
designed to cover the period from July 1951 to June 
1957, was estimated to cost a total capital outlay of 
Rs. 2.600 million, to be allocated as shown in Table 1. 

The implementation of the Plan was expected to 
yield a 30 percent increase in national income and to 
achieve a measure of diversification and greater struc- 
tural balance in the growth of the economy. The plan 
was hurriedly prepared and subsequent experience re- 
vealed inadequacies and omissions. Despite these limi- 
tations which were inevitable under the circumstances, 
however, the Plan definitely set the stage for continuous 
and deliberate economic development. It was not ex- 


pected to produce any spectacular results. The urge for 
2 Statement of Industrial Policy, Government of Pakistan, 
April 1948 
3 United Nations, Economic Survey of Asia and the Far 
East, 1954, p. 159 
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development was keenly felt. The acquisition of politi- 
cal independence inspired (as is typical of many of the 
resurgent nations in Asia) “the revolution of rising ex- 
pectations.”” The Six-Year Development Plan in Pakistan 
was a deliberate attempt to transform these expecta- 
tions into limited achievements, and to provide the 


essential prerequisites for rapid economic development. 


TaBLe |. PATTERN OF DEVELOPMENT EXPENDITURE 
in million rupees 
Total Percentage 
Expenditure Distribution 
Agriculture 32 
Transport and 
Communications: 3 20 
Railways 
Roads 
Ports 
Telecommunication 
Fuel and Power 
Industry and Mining 
Social Capital: 
Housing 40 
Health and Medical 40 
Education 100 
Technological training 90 
Water supply 20 
Total 2.600 100 


Source: Six-Year Development Plan, Ministry of Economic 


Affairs, Government of Pakistan 

During the plan period, electric power generating 
Capacity was estimated to expand by 256 thousand KW: 
the area under cultivation by 6 million acres: the pro- 
duction of food crops by 6.8 million tons and of non- 
food crops by 56.9 million tons: handling capacity of 
ports by 3.4 million tons; production of cotton textiles 
by 1,250 million yards: and output of coal by 0.5 mil- 
lion tons. In addition, the Plan also envisaged a com- 
prehensive geological survey, establishment of techno- 
logical institutes, expansion of railroads and highways. 
and development of new industries such as jute, paper, 
chemicals, fertilizers, cement, sugar and vegetable oil.* 
These development expenditure and output targets, 
as well as the order of priorities, had to be revised main- 
ly on account of the Korean War and its impact on 
financial resources and cost of development. A Two- 
1951-53 


involving a total development outlay of Ks. 518 million 


Year Priority Prograrnme was drawn up, 


for 29 projects. The major emphasis was shifted from 


4 See Report of the Economic Appraisal Committee, 


November 1952, Ministry of Economic Affairs, Government 


of Pakistan, pp. 289-290. 
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agriculture *to industry and mining. The allocation of 


expenditure clearly reflects the government's preter- 


ence for rapid industrialization as an approach to eco- 
nomic development. 
PROGRAMME 


Taste 2. Two-Year Priority 


ALLOCATION OF DEVELOPMENT EXPENDITURE 


in million rupees 
Total Percentage 
Expenditure Distribution 
244 +7 
Fuel and Power 136 26 
128 25 


10 ) 


Industry and Mining 


Transport and Communications 
Agriculture 
Total 518 100 
Source F. B. Arnold, Overseas Economic Surveys 
Economic and Commercial 
H. M Office, 
36-37. 


Pakistan, 
Condition in Pakistan, 


Stationery London, May 1954, pp 


The next important landmark in the evolution of 
economic planning in Pakistan was the establishment 
of the 1953. This 


° - 
signed to review the development actually 


Planning Board in agency was as- 


attained, to 


assess the resources expec ted to be available d ining a 
five-vear period, to formulate a comprehensive plan ol 


development. consistent with the maximum utilization 


of these resources, and also to make proposals regarding 


the administrative machinery best calculated to assure 


the successful implementation of the Plan 
j Board has 


The newly established recently 
completed the final draft of the First Five-Year Plan 


Planning 


which will cover the period 1955-56 to 1959-60. The 


major objectives of the new Plan are stated to be the 


following 


l to raise national income and employme nt; 2 


to improve the balance of payments through export 


promotion and import substitution: 3, to extend social 
health 
fare); (4) to accelerate the development of 


Pakistan and other relatively less developed areas 


wel- 


East 


Services housing, education, and social 


The implementation of the program is estimated to 
cost 11.6 billion Pakistani rupees during the five-year 


plan period—8 billion in the public sector and 3.6 
billion in the private sector. The estimated expansion 
of national income during the same period is in the 
neighborhood of 20 percent. However, as population is 
also expec ted to grow by 7.5 percent during the plan 
period, per capita income is estimated to rise by ap- 
proximately 12 percent. This program, however, is re- 
garded as the foundation from which the economy is 
expected to make more rapid and balanced progress. 
The planners clearly recognize that in order to achieve 

5 The First Five-Year Plan, 1955-60, Government of Paki- 
stan, Planning Board, p. 1. 
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any acceleration of the development process the rate 
of capital formation has to grow at an increasing rate. 
involving sacrifices of current consumption. Neverthe- 
less, moderate increases in levels of consumption are 
envisaged during the plan period. The allocation of 
public expenditure on development shows a definite 
bias in favor of expansion of productive capacity and 
creation of essential prerequisites for industrial develop- 
ment such as transport and communication, skill forma- 
tion, fuels and power, etc. As in the previous Six-Year 
Development Programme, the new Five-Year Plan re- 
flects a fundamental aspect of government policy: as- 
sumption of increasing economic responsibilities and 
commitment to a policy of deliberate industrialization. 
[he priorities armong development areas and the cri- 
teria for investment decisions were obviously determined 
by the requirements of an expanding economy (steadily 


growing productive capacity), as is clear from Table 3. 


PATTERN OF PuBLic EXPENDITURE 
ON DEVELOPMENT, 1955-60 


Taste 3 


in million rupees 
Total 
Expenditure 
Community development 243 3.0 
Agricultural development 886 10.9 
Water and Power development 2.601 32.0 
Industry 


minerals O76 13.2 


Percentage 
Distribution 


including fuels and 


Transport and Communication o+2 20.2 


771 95 


Housing and Settlements 
Education and Training 16 1 7 
Health 287 

Labor and Employment lo 

Social Welfare 43 
Reserves 1,100 
Total 9,236 
Probable Shortfall 1,236 
Estimated net expenditure 8,000 
The First Five-Year Plan, 1955-60, Government of 
Pakistan, Planning Board, p. 9. 


100.0 


Source: 


In addition to the above public development ex- 
penditure of Rs. 8 billion, the Planning Board esti- 
mated that there would be development-oriented private 
investment of Rs. 3.6 billion in the fields of industry, 
transport and house construction. Although under demo- 
cratic planning it is neither feasible nor desirable to 
impose direct control over the volume and direction 
of private investment, the government can, by pursuing 
appropriate monetary, fiscal and commercial policies, 
guide private investment into desirable channels, con- 
sistent with the order of priorities and form of eco- 
nomic development worked out in the over-all Plan. 
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This is what is being attempted in Pakistan. It is ex- 
pected that over one-third of estimated total of private 
investment during the plan period will be absorbed by 
large-scale industry. In addition to these expenditures 
in the public and private sectors, the planners also con- 
sidered the possibility of non-financial investment ot 
labor and the indigenous resources for development pur- 
poses such as the construction of houses, small irriga- 
tion and reclamation works, schools and hospitals, roads 
and bridges, and other allied projects for building up 
social capital. Such non-monetary investment of re- 
sources is expected to transform available surplus popu- 
lation, otherwise forming the bulk of disguised unem- 
ployment, into capital formation. 

The existing planning organization consists of the 
Economic Council, the Planning Commission and a 
number of sub-commissions. The Economic Council is 
presided Ove! by the Prime Minister of Pakistan and 
has as its members the Central Ministers in charge of 
Affairs. Edu- 


cation, Finance and Industries. The Economic Council 


Agriculture, Communication. Econom 


is at the apex of the whole complicated machinery of 
planning, with the final authority to sanction projects 
and schemes, to make appraisals of progress and ensure 
the implementation of development plans. It combines 
supreme policy-making authority with that of program 
unplementation. The Planning Commission is presided 
over by the Central Minister for Economic Affairs and 
has as its members the Secretaries of the Central Min- 
istries and Development Commissions and Secretaries of 
provincial administrations. The main function of tic 
Planning Commission is to evaluate and co-ordinate 
development schemes, central and provincial, and to 
make recommendations for approval to the Economic 
Council. This is superimposed on a number of sub- 
commissions in the fields of agriculture. irrigation, in- 
dustries, education, health and housing, which are con- 
trolled by the top administrators of the Central Secre- 
tariat. At the level of program formulation, as dis- 
tinguished from program implementation, the topmost 
agency is the Planning Board to which reference has 
already been made. The Board is essentially a body of 
experts drawn from such fields as industry, commerce, 
banking and engineering, and. of course, professional 
economists. Incidentally, a group of distinguished foreign 
experts, financed by the Ford Foundation, acted in an 
advisory capacity to the Planning Board and made a 
significant contribution to the formulation of the First 
Five-Year Plan. 

The separation of powers and allocation of responsi- 
bilities among various units of the planning organization 
are indispensable under democratic planning. There is, 
however, a danger of making an over-elaborate func- 
tional distribution so as to render the machinery ex- 
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tremely complicated and time-consuming. Planning for 
development is a new administrative experience for 
which the government was not fully equipped to begin 
with, and at the initial stage of programming overlap- 
ping of functional jurisdiction was inevitable. The 
position of the Planning between the 
Economic Council and the Planning Board is an il- 
A major 


Commission 


lustration of such cumbersome procedures. 
part of the function of the Planning Commission in- 
volving co-ordination of development schemes could 
be delegated to the Planning Board. The Board’s as- 
signment to formulate an over-all plan for economic 
development without such co-ordinating authority would 
be meaningless. Eradicating the opportunity for duplica- 
tion of functions in this manner, the Planning Com- 
mission could be assigned, first, the fundamental task 
of implementing the development program, formulated 
by the Planning Board and approved by the Economic 
Council, and second, the task of supplying the Board 
with information regarding progress of projects under 
way as well as new projects under consideration. The 
three agencies, through a system of mutual interde- 
pendence, would operate under conditions of workable 
equilibrium. This system is expected to economize time 
and thereby accelerate the speed of development. In 
the process of rapid economic development in a fast 
changing world, time is the essence of the matter. 
In view of recurrent changes in Pakistan’s political 
climate, the necessity for eliminating delay is imperative 
For a considerable length of time in the foreseeable 
future, planning for development will be an indispen- 
sable instrument of policy, and as such, reconstruction 
of the planning machinery seems to be the first order of 
business. 

This task of streamlining the planning apparatus 
would include, in addition to administrative reorganiza- 
tion, certain institutional innovations for the training 
of future planners: economists, engineers, statisticians, 
administrators and co-ordinators of planning activities 
related to collection, organization and interpretation 
of fundamental statistics, formulation of projects and 
their implementation, and, last but not least, careful 
appraisal of progress as well as problems. There is a 
fundamental need for a permanent research staff 
within the Planning Board with the specific assignment 
of developing and improving techniques of planning 
and perhaps providing a sort of in-service seminar on 
training programs for prospective planners. 

The Draft Report on the Five-Year Plan does not 
indicate what Board had 
adopted while formulating the Plan. It is not clear how 
the over-ail targets were determined and how the con- 


techniques the Planning 


sistency of the aggregative targets with the sectoral 
targets was tested, as one would expect from any scien- 
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tific program of economic activities. Lack of compre- 
hensive, dependable statistics relating to national in- 
come, employment, production, consumption, invest- 
ment, saving and capital formation, render the appli- 
cation of advanced techniques to program formulation 
well-nigh impossible. The essential prerequisites for 


scientific planning for economic development, con- 


sistent with modern theories of economic growth, are 
detailed information on capital-output ratios, inter-in- 
dustrial relationships and rate of economic growth 
Take, for instance, the well-known Domar model of 
economic growth.* Any application of this theory to 
operational techniques of planning would involve de- 
pendable estimates of capital-coeffir ients of produc tion 
and consumption and saving functions, on the basis of 
which the planners can compute the aggregate capital 
requirements to achieve a given rate of economic growth, 
measured in terms of real national income. Accumula- 
tion and systematic presentation of these strategic sta- 
tistical data may, therefore, be regarded as one of the 
fundamental prerequisites for scientific planning in 
any underdeveloped economy. Contemporary statistical 
sources in Pakistan are deficient in this respect and 
demand immediate attention. In addition, of course, 
there has to be a comprehensive inventory of informa- 
tion relating to the fundamental resource structure of 
the economy—including agricultural, mineral, financial, 
technological and, above all, manpower resources. This 
the Planning Board has attempted to do with a limited 
measure of success. The foundation of this study was 
laid by the government’s Appraisal Committee in 1952. 

Advanced techniques of planning with the aid of 
theoretical models can be easily distinguished from an 
expenditure program based on individual schemes with- 
out any reference to inter-industrial relations within the 
economy or its impact on the process of sustained eco- 
nomic growth. The First Five-Year Plan in Pakistan is 
little more than an expenditure program. In order to 
transform such a program into a scientific plan, there 
is a distinct need for an operational theory of economic 
dynamics, more suited to the economic conditions and 
environment as well as the development aspirations of 
the country. This need not be a copy of the theories of 
economic growth which are currently available in the 
advanced countries in the Western Hemisphere. A 
theoretical model showing the rapid transition from a 
primitive agrarian stage to an advanced stage of bal- 
anced economic growth would be extremely useful as a 
planning device. This would help identify and isolate 
the strategic factors involved in the growth process and 
determine the direction of public policy with regard to 


variables which may further be identified as controllable. 


6E ‘Domar, “Capital Expansion, Rate of Growth and 
Employment,” Econometrica, April 1946. 
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These may include displacement of surplus labor from 
agriculture, cost of its absorption in industry, multiplier- 
accelerator interaction of investment and its impact on 
the national economy. This is merely to point out the 
essential role of theoretical model-building as an appara- 
tus of economic planning, which might be a useful in- 
strument for future planners in Pakistan.’ 

It has been estimated, on the assumption of an in- 
cremental capital-output ratio of 2.5 and an annual 
rate of population growth in the neighborhood of 1.5 
percent in Asian and Far Eastern countries, that an 
annual rate of increase of 2 percent in per capita in- 
come would require a rate of capital formation equiva- 
lent to 9 percent of national income.* For Pakistan, 
the rate of capital formation has been estimated to be 
approximately 5 percent of national income.’ This 
raises the question of financing planned economic de- 
velopment and allied questions of availability of ex- 
ternal economic assistance and its incorporation into 
the development program. 

According to an initial estimate, the financial re- 
quirements for economic development amounted to Rs. 
3.05 billion, some 2.6 billion being for the implementa- 
tion of the Six-Year Plan (2.2 billion for the public 
sector and 400 million for the private sector) and 450 
million for private investment outside the development 
Sources of this required capital outlay are 
in million rupees) :* 


progTam 


estimated as follows 


Private savings 1,200 
Budgetary surpluses 500 
Sterling balances 150 
1,200 


External finance 


As the Development Plan gathered momentum, the 
targets had to be revised upwards and a combination 
of favorable circumstances made this feasible. During 
the first three years (1951-54) the central and provincial 
governments’ development expenditure of Rs. 3.2 bil- 
lion exceeded the proposed total expenditure of Rs. 
2.6 billion for the entire plan period of six years. The 
volume of development expenditure of the central gov- 
ernment has grown steadily at an increasing rate. In 
1955-56, this amounted to 1.1 billion rupees as com- 
pared with only 749 million rupees in 1950-51. The 
importance of external assistance (loans and grants) also 





7 See the Report of the Working Party on Economic De- 
velopment and Planning, U.N. Economic Commission for Asia 
and the Far East, November 1955. 

8 United Nations, Economic Survey of Asia and the Far 
East, 1954, p 

9 United Nations, Economic Survey of Asia and the Far 
East, 1955, p. 164. 

10 B. K. Madan, editor, Economic Problems of Under-de- 
veloped Countries in Asia, Oxford University Press (Bombay 
and New York), 1953, p. 127. 
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increased significantly. According to reliable estimates, 
from 1950-51 to 1954-55, foreign grants and loans con- 
tributed roughly 10 percent of the total development 
outlay of 4.2 billion rupees. 

The development needs of the country continue to 
grow, as is evident from the volume of capital require- 
ments for the First Five-Year Plan. Despite the ex- 
pected rise in the rate of domestic capital formation, 
dependence on external sources of finance continues to 
be heavy, as shown in Table 4. 


Taste 4. Source AND UTILIZATION OF 
DEVELOPMENT FINANcE, 1955-60 
(in billion rupees) 
Uses Amount 
Private investment 3.6 
Public development 
expenditure 8.0 


Source Amount 
Public saving 1.5 


Private saving 5.9 


Total saving 74 
External finance 4.2 Total development 
— expenditure 11.6 


Total financial 
resources 11.6 


The First Five-Year Plan, Planning Board, Govern- 
ment of Pakistan, Volume I, May 1956, p. 17. 


Source: 


The total domestic saving, public and private (esti- 
mated to be 7.4 billion rupees), would amount to 7 
percent of the country’s gross national product. Al- 
though this expected rate of capital formation as a per- 
centage of national product shows a substantial im- 
provement over the pre-plan rate, it still falls short of 
the required rate of capital formation. Furthermore, to 
achieve this relatively low rate of saving in the private 
sector, it would be necessary to adopt appropriate and 
sufficiently effective measures designed to restrict con- 
sumption and mobilize potential savings.’' In order to 
meet the gap between domestic supply and the re- 
quired amount of capital, external finance will have to 
be secured in the form of private foreign investment 
and inter-governmental loans and grants. The necessity 
for external finance assumes greater importance when 
it is realized that, despite the efforts of the planners to 
minimize import needs by selecting, as far as prac- 
ticable, projects that absorb primarily domestic re- 
sources, the foreign exchange content of the develop- 
ment program still remains heavy. According to the 
Planning Board estimate, the implementation of the 
program would require the equivalent of 3.4 billion 
rupees in the public sector and 1.9 billion rupees in the 





11 For an excellent study of the various aspects of domestic 
capital formation in Asian countries, including Pakistan, see 
United Nations Economic Commission for Asia and the Far 
East, Mobilization of Domestic Capital, 1953. 





private sector in the form of foreign exchange resources. 
Only 20 percent of this required foreign exchange is 
estimated to be available from the country’s own earn- 
ings through exports. The remaining 80 percent has to 
be covered from private foreign investment, loans and 
grants. 

The slow rate of domestic capital formation and the 
unpredictability of the flow of external finance will 
necessarily slow the pace of development in Pakistan 
as in other Asian countries. As development gets under 
way, the propensity to import grows at an increasing 
rate and although it is possible to restrict the imports 
identified as luxuries or articles for conspicuous con- 


sumption, the imports of “growth” commodities such 
as capital goods and industrial raw materials and tech- 
nological know-how cannot be curtailed without slack- 
ening the rate of economic development 

This has presented a formidable problem for a num- 
ber of developing economies in Asia, and in Pakistan 
in particular. A high rate of growth in the country will 
depend not only on the acceleration of the rate of 
domestic capital formation but also on the capacity to 
earn foreign exchange. This obviously would involve 
developing export markets, the possibilities for which 
are extremely limited. Finance. therefore, is the crux 
of the problem and it appears that the expenditure 
targets of the Five-Year Plan are based on somewhat 
unrealistic estimates of the financial resources of the 
country. It is not yet known whether the Plan has some 
degree of built-in flexibility so as to be adaptable to 
any unforeseen decline in financial resources 

The fundamental objective of economic planning and 
development is to enhance economic welfare for the 
community, measured in terms of per capita real in- 
come. Accepting this operational and objective defini- 
tion of economic welfare, one would expect from the 
Pakistan planners some attempt, at least in the form of 
sample surveys, to obtain quantitative information re- 
garding consumption patterns and levels in the com- 
munity for which development is planned. Some be- 
ginning should have been made to prepare eventually 
a statistical abstract for consumption data. For instance, 
by taking random sample surveys, statistical time series 
for consumption of food, clothing, expenditure on hous- 
ing, education, travel, etc. could have been prepared 
in order to provide a basis for future comparison and 
evaluation of economic progress not merely in terms of 
expansion of gross national product but also in terms 
of the more meaningful criterion of realized economic 
welfare. Lack of information and interest in this aspect 
of economic development detracts considerably from 
the quality of the First Five-Year Plan in Pakistan. 

Another relatively neglected area is agriculture, which 


continues to be the country’s chief economic asset.'* 
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It is true that approximately 11 percent of total de- 
velopment expenditure is allocated to agriculture, but 
this compares rather unfavorably with water and power 
development which will absorb 32 percent of total in- 
vestment. Furthermore, one of the key problems in agri- 
cultural progress in Pakistan is to contro] the devastat- 
ing floods which, particularly in East Pakistan, have 
been following a fairly systematic periodic pattern.’ 
Without any effective means of flood control an in- 
crease in agricultural productivity through other means, 
as envisaged in the Plan, will be considerably neutral- 
ized. Chronic flood damage in East Pakistan can be 
attributed largely to the deterioration of the river con- 
servancy works in the province, accumulation of silt, 
and deficiency in maintaining embankments. Despite 
the official claims for food self-sufficiency, the food po- 
sition of the Pakistan economy continues to remain pre- 
carious and demands top priority in development plan- 
ning. Apart from an expanded food supply, which is 
essential for successful implementation of any develop- 
ment program in a backward country, larger invest- 
ment in agriculture is also necessary for the expansion 
of the basic industrial raw materials that Pakistan’s 
growing industries will consume at an increasing rate 
Some of these raw materials, particularly raw jute and 
cotton, are still the country’s greatest source of foreign 
exchange earnings. which will be essential for financing 
imports of machinery and capital equipment. This 
fundamental interdependence between agricultural and 
industrial development appears to have been given 
insufficient attention in the Plan. 

Despite these limitations, the First Five-Year Plan 
unquestionably marks a turning point in the progres 
of economic planning in Pakistan. It definitely is an 
improvement on the previous attempts at planning 
Resources at the disposal of the Planning Board have 
appreciably increased and have paved the way for the 
application of more advanced techniques of planning 
in the foreseeable future. One of the major tasks of the 
Planning Board now is to act as an appraiser of eco- 
nomic progress and of stages of completion of projects; 
to make quantitative evaluation of the rates of change 
in production and productive capacity, income, em- 
ployment and capital formation; and also to identify 
unpredictable as well as calculable impediments to 
actual implementation of the development program 
This type of continuing research should provide the 
basic prerequisites for the formulation of the next Plan. 


12 See I. H. Qureshi, The Pakistani Way of Life, Frederick 
A. Praeger, Inc., New York, 1956, p. 47. 

13 See A. F. A. Husain and M. N. Huda, Problems of 
Economic Reform and Development in Pakistan, Pakistan 
Institute of International Affairs, Karachi (Institute of Pacific 
Relations, New York), 1950, p. 3. 
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Philippine Agrarian Reform 


under Magsaysay 


BY DAVID WURFEL 


|* RaMon Macsaysay the world lost one of the 
democrats that Asia has yet produced. 
Though ridiculed by some for being a country bumpkin, 


greatest 


his tremendous compassion for the needs of people 
around him and his utter dedication to the service of 
his nation revived hope in a time of despair and in- 
spired other men in government to a new level of ad- 
ministrative activity unknown before in the Philippines 
Because as Secretary of National Defense he had be- 
come acutely aware of the plight of the small farmer 
during his military and economic fight against the 
Huks, and because this struggle was so closely related 
to his major goal of restoring the people’s faith in the 


vovernment, his heart was most of all in that aspect of 
his program which he called “rural improvement.” 
The 


types of activity. The first entailed merely the 


rural improvement program was divided into 


extension and intensification of governmental services 
in rural areas—e.g. drilling of artesian wells, building 
irrigation systems, and expanding rural health services 
and was designed to increase agricultural production 
and raise rural living standards. Because it involved 
ly the more rapid flow of government funds to 
reas, it engendered little or no opposition. 

The second type of activity was designed in the long 
run to accomplish the same objectives, but in the process 
it became necessary to change the whole economic and 
social structure of Philippine rural life. Transformation 
of the existing pattern of agricultural credit, land tenure, 
and landlord-tenant relations may be 


Because there were not 


called in their 
totality “agrarian reform.” 
enough men with his own dedication to public service 
to fill all the important posts and because his concept 
of democratic decision-making gave more consideration 
to the views of the opponents of reform than the most 
rabid social reformers would have liked, agrarian re- 
form under Magsaysay certainly did not accomplish the 
impossible,’ but it did accomplish more in three years 


Mr. Wurfel. now the Southeast Asia Program at Cornell 


University, has mace detailed studies of agrarian reform in 
the Philippines. Research for the present article was made 
possible by a grant from the Ford Foundation, which is not, 
however, responsible for any statements made herein. 

In his inaugural address Magsaysay said, “I have been 
warned that too much is expected of this administration, that 
our people expect the impossible. For this young and vigorous 
nation of ours, nothing is really impossible.” 
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than had all the administrations in the past thirty years. 
Agrarian reform involved plucking some of the gaudiest 
feathers of the privileged birds of Philippine politics, 
many of whom protested vociferously. 

It is hard to imagine how settlement of public lands 
could be included under the category of agrarian re- 
form. Transformation of land tenure patterns from 
public to private ownership cannot be said to transform 
the economic and social structure of “rural life” of 
previously uninhabited areas. Nor does migration to 
new land alter the social or economic structure of the 
pioneers’ provinces of origin, as will be noted later. But 
in so far as public land settlement creates a new type 
of community (one of owner-cultivators having equal 
opportunity for self-improvement and one without wide- 
ly varying extremes of wealth or power), it certain! 
can be said to contribute to the long-term transforma- 
tion of the social structure of the national community. 

Public land settlement engenders the least opposition 
from vested interests because of its rather indirect con- 
tribution to agrarian reform. In fact, it has been so 
generally applauded in the Philippines that political 
leaders before Magsaysay often emphasized it to dis- 
tract attention from the fact that the more difficult 
direct agrarian reform was not being undertaken. Yet 
“Landgrabbers” 


persons who acquired public land illegally or quasi- 


there was one kind of opposition. 


legally for speculation or to become absentee landlords 

had developed a vested interest in the lax enforcement 
of the law under previous administrations. Quite natural- 
ly they opposed vigorous enforcement under Magsaysay. 
The man who was able to stand up to such opposition 
was Undersecretary of Agriculture Jaime Ferrer. With- 
out him the President’s wishes for rapid distribution of 
public land to small farmers could never have come 
close to realization. 

It had long been a pernicious and widespread prac- 
tice for people with money or political influence to 
lease or purchase at a nominal price up to 144 hectares 
of public land (or 1024 ha. if incorporated )—the legal 
maxima—with no intention of cultivating the land or 
grazing cattle on it, the ostensible purposes of acquisi- 
tion. While the paper transaction was completed at the 
Bureau of Lands in Manila, an uneducated small farmer 
looking for land would enter the area and, failing to 
notice any evidences of private ownership, would pro- 
ceed to cultivate a plot for himself. Soon his friends 
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and relatives would join him in unwittingly improving 
another’s claim. Then the “legal” owner or lessee would 
appear on the scene either offering to sell the land at 
a fantastic profit or demanding a share of the crop 
from the cultivators. Sometimes large applications were 
even made after the unsuspecting cultivator had en- 
tered the land. Ferrer halted this perversion of the 
law’s true intent by investigating scores of large public 
land applications and rejecting or cancelling them if 
he found that the applicants were not abiding by the 
legal requirement to cultivate one fifth of the area 
applied for. 

In the course of the education which these investi- 
gations provided, Ferrer learned that even legal acquisi- 
tion of large tracts of public land could be used in such 
a way as to frustrate the real aims of the administra- 
tion’s program. So, in April 1956, to prevent further 
frustration, he sent a memorandum to the Director of 
Lands instructing that all sales applications for areas 
over 50 ha. be accompanied by a statement outlining 
a five-year program of agricultural development for the 
land in question, offering proof of financial resources 
to carry out the plan, evidence of possessing work ani- 
mals or farm machinery, and a promise that the land 
would not be worked by tenants—cancellation to be 
automatic upon non-compliance with any of these con- 
ditions. These new requirements wil! undoubtedly re- 
duce the number of large sales applications approved.* 

Traditionally the slow pace of the wheels of admin- 
istration in the Bureaus of Lands and of Forestry has 
been as important a deterrent to the acquisition of 
titles by cultivators as has landgrabbing and speculation. 
Under the Public Land Law no application for home- 
stead, sales, or lease may be accepted without a certi- 
fication by the Bureau of Forestry that the land is 
“disposable agricultural land” and, under the terms of 
an executive order, a survey. Since the real pioneer 
could seldom afford a private survey, a dearth of gov- 
ernment-financed surveys especially handicapped the 
poor. In the fiscal years 195.1 to 1953 these two bottle- 
necks were widened with che provision of more than 
one quarter of a million dollars of U.S. aid. The 
tangible result was an increase of over 50 percent in 
the number of applications received in 1953. The re- 
maining bottleneck was the seemingly endless paperwork 
in the Bureau’s offices. 

Just before Magsaysay’s inauguration the Bureau was 
issuing patents at the rate of 7,504 per year, twice the 
rate of the previous year. But at that rate it would 
have taken the Bureau more than twelve years to act 
on its backlog of pending applications. With U.S. help 





2 Ferrer was one of the first Magsaysay stalwarts to be 
forced out of office by a budget-slashing Congress after Garcia’s 
assumption of the Presidency. 


($735,000) in the form of mechanical office equipment, 
with the advice of a management consultant firm, and 
with the intensification of activity under Magsaysay’s 
leadership, the volume of patent issuance by 1956 had 
been multiplied nearly six times and, though the an- 
nual rate of applications received had doubled since 
1953, the backlog amounted to little more than three 
years work. 

Since the great majority of patents issued by the 
Bureau of Lands are to homesteaders, one can say that 
the accelerated pace of the Bureau’s activities in the 
last three years has satisfied the Filipinos’ land hunger 
at a more rapid rate than ever before in Philippine 
history. But are the land hungry coming from the 
heavily populated, high-tenancy areas of Central Luzon? 
Unfortunately all available evidence indicates that those 
from Central Luzon account for a disproportionately 
small percentage of public land pioneers. 

Largely to stimulate the movement of Central Luzon 
tenants to Mindanao and other under-populated regions, 
the government has for many years organized agri- 
cultural colonies. The agency in charge of this program 
when Magsaysay came to power was the Land Settle- 
ment and Development Corporation (LASEDECO). In 
1950 it had taken over the colonies started by the Na- 
tional Land Settlement Administration before the war 
and the mechanized rice-growing projects of the Rice 
and Corn Production Administration. It undertook very 
few new projects of its own, partly because it received 
no new appropriations and partly because some of its 
employees were too busy making money for themselves 
by selling the Corporation’s machinery to be able to 
devote much time to the business of land settlement 
Thus Magsaysay recommended in his first State of the 
Nation address to Congress the abolition of LASEDECO 
and the creation of a new agency. 

Republic Act 1160, adopted in June 1954, estab- 
lished the National Resettlement and Rehabilitation 
Administration (NARRA) and authorized for its use 
5 million pesos the first fiscal year and 8 million each 
year thereafter. Only 3,750,000 pesos, however, was 
actually released for expenditure in fiscal year 1955. 
Nearly a quarter of this had to be used to pay old 
debts, mainly back wages, of LASEDECO. Approximate- 
ly 60 percent of the remainder went fer direct and in- 
direct aid to settlers. Since LASEDECO left its finan- 
cial records in a tangled mess and since a number of 
its employees were Liberal Party political appointees 
who were not retained, NARRA’s first year of opera- 
tions was largely taken up with establishing a working 
organization. Nevertheless, under its imaginative, hard- 
working Chairman (Eligio Tavanlar) nearly 1,000 fami- 
lies were transported from Luzon to Mindanao and 
Palawan. LASEDECO projects were reorganized and 
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several new projects initiated, accommodating “pio- 
neers” (persons who had traveled to the settlement 
area at their own expense) as well as NARRA-trans- 
ported settlers. In fact, 37.5 percent of the 8,044 fami- 
lies in NARRA settlements in 1955 were pioneers.* 

In NARRA’s second year P9.25 million was released 
and nearly six thousand families were transported to 
Mindanao and Palawan.‘ NARRA estimated that the 
cost of settling a family from Luzon on another island 
ranged betwen P600 and P1500, including full sub- 
sistence until the first crop is harvested and partial 
subsistence the second year. This is to be compared with 
the less than P9.00 which it costs the Bureau of Lands 
to issue a patent for a plot of public land. 

Government supervised agricultural colonies are by 
their nature an expensive way to open new land. Are 
the results worth the cost? Of the settlers in projects 
in June 1955, only 37 percent had come from provinces 
in which, according to the 1948 census. less than 50 
percent of the cultivated land was farmed by owner- 
operators. Furthermore, even if a tenant did leave 
Pampanga, for instance, to go to Mindanao, he would 
indoubtedly have been replaced by another tenant 


Thus public land settlement cannot be said to have 


| 
any appreciable effect on tenancy percentages in Central 


Luzon or other highly tenanted areas. Nor can it be 
said that government financed colonization has been 
more successful than pioneers in increasing the na- 
tional agricultural product. The techniques of scientifi 
agriculture have not been adequately utilized in the 
projects and the nature of the selection process has so 
far not tended to get the best farmers as settlers. In 
fact, many men, especially those transported from 
Manila, have had no farming experience at all. Nearly 
a quarter of the family heads residing in settlements in 
June 1955 were formerly unemployed artisans and la- 
borers. Such persons often do not make good settlers. 
Now, in search of experienced tenant farmers to re- 
settle. NARRA has launched an extensive information 
drive in Central Luzon. 

Manila newspapers in the spring of 1956 carried 


much discussion of investigating irregularities in 
NARRA. But politically inspired charges and counter- 
charges exaggerated the facts and in the long run no 
serious misuse of funds or abuse of authority was un- 
earthed. NARRA’s firm adherence to the principle of 
family-sized farms rnakes necessary the use of only a 


small amount of mechanical equipment, thus reducing 


3 See NARRA, Annual Report of Operations and Activities, 
1954-55, Appendix “d”. Most of the 8,044 were residents of 
LASEDECO projects at the time LASEDECO was abolished 

4 Condensed Report of NARRA, FY1954—1 Oct. 
1956, p. 5 
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temptations to graft. And with Magsaysay ready to 
flare into indignation over the slightest complaint from 
a settler, officials were kept on their toes. After Mag- 
saysay’s death, NARRA was given a new set of top 
officials, whose standards of performance cannot yet 
be judged. 

Though NARRA may have claimed too many bene- 
ficial effects for its own accomplishments, it was not a 
failure within the frame of reference in which it was 
planned. It made the ownership of a 10-hectare plot of 
land in Mindanao a reality for several thousand fami- 
lies and a real alternative for thousands more who, even 
though they did not choose that alternative, were given 
new hope by the thought. Those who have proposed 
that NARRA funds would have opened more public 
land to settlement if they had been allotted to the 
Public Highways, and 


Bureau of Agricultural Extension for services to pio- 


Bureau of Lands, Bureau of 


neers are economically correct but have overlooked 
this psychological effect of the NARRA program and 
its political consequences. 

The Economic Development Corps (EDCOR) of the 
Armed Forces, started by Magsaysay when he was Sec- 
retary of National Defense, has perhaps been less criti- 
cized because its laudable political purposes were more 
clearly recognized from the first. It was designed to 
rehabilitate Huk soldiers by making economically inde- 
pendent and politically loval citizens out of them. In 
the first davs of the Magsaysay administration, before 
NARRA was effectively organized, EDCOR settle- 
ments began to take civilians in large numbers. By 1956 
only 26.4 percent of the 935 settlers in four projects 
were ex-Huks and the whole program had taken on 
some of the same general objectives as NARRA. Agri- 
cultural planning is better in EDCOR, but its admin- 
istration is over-staffed. There is one officer or enlisted 
man for every 2.8 settler families. EDCOR received 
$260,500 in U.S. aid in FY 1953: NARRA was given 
$194,000, also mostly in mechanical equipment, in FY 
1955. 

Another aspect of agrarian reform which received 
special attention in Magsaysay’s first State of the Na- 
Said he, “Our small 
farmers and producers should find it easier to borrow 
money when they need it to increase production. This 


tion address was rural credit 


means more rural banks and more ample working capi- 
tal for ACCFA.” The Rural Banks Act had been passed 
in June 1952. In the first year of the Magsaysay ad- 
ministration the number of rural banks grew from 20 
to 28 and the volume of loans was increased by 66 per- 
cent. In 1955 ten new banks were established and loan 
operations expanded another 45 percent to total 
P6,717,920. Though in 1955 68 percent of the value 
of these banks’ loans were for agricultural purposes and 
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64 percent was given in amounts of less than P1.000, 
the Rural Banks were of minor importance for the 
tenant seeking credit, since 67 percent of the amount 
loaned was secured by chattel mortgages.* 

ACCFA, or the Agricultural Credit and Cooperative 
Financing Administration, the government agency which 
lends money to and supervises the operation of the Farm- 
ers’ Cooperative Marketing Associations (FACOMA), 
is more suited to the tenants’ needs. The FACOMA 
grant loans with either a pledge from the farmer to 
deliver his next crop to the FACOMA warehouse or the 
actual deposit of palay* as collateral.” The farmer gains 
both in the exceptionally low interest rate of 8 percent 
which the FACOMA charges and in the good price 
he gets for his palay, which can be stored until the 
seasonal fluctuation favors sellers. 

The first FACOMA was established in January 1953 
at the Arevalo EDCOR farm in Lanao. At the be- 
ginning of the Magsaysay administration there were 
102 such cooperatives. Cooperative credit got off to a 
slow start under Magsaysay. As a legacy from the pre- 
vious regime there was a shortage of funds, which re- 
duced ACCFA loans released to FACOMA to P25,000 
in April 1954. Vicente Araneta, whom Magsaysay had 
appointed as ACCFA administrator, blamed him for 
the delay in finding ACCFA new financial resources 
The President, deeming this charge grossly unfair, dis- 
missed Araneta. One week later. P2 million was made 
available by the Philippine National Bank for ACCFA 
loan operations and by July the FACOMA were re- 
ceiving money from ACCFA at the rate of P1,723.410 
per month.® 

Colonel Osmundo Mondojiedo, who was appointed 
to replace Araneta, was one of the happiest results of 
Magsaysay’s often unrewarding search for honest, cap- 
able men. His experience as comptroller of the Armed 
Forces stood him in good stead when handling P32.6 
million, the amount loaned by ACCFA during the first 
fiscal year under his direction. His devotion to the prin- 
ciples of cooperation—and to hard work—are unques- 
tioned. His conception of the role of the cooperative 
in the Philippine economy is ambitious.® 





5 Rural Banks Administration, Third Annual Report, 1955, 
p. 41. 

6 Unhusked rice. 

7 In spite of the risk involved in demanding no more than 
a pledge as collateral, 91 percent of crop loans were repaid in 
FY 1954 and, despite drought and rat infestation, 75 percent 
in FY 1955. ACCFA, Annual Report, 1955, p. 30 

8 ACCFA, Third Annual Report, p. 13. 

9 Unfortunately, a combination of political sniping from 
Garcia henchmen and a basic policy difference with the con- 
sumer-oriented NARIC caused Mondofiedo to resign in July 
1957. He was replaced by another Army officer with con- 
siderable experience in ACCFA. 
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By December 1955 there wer> 337 FACOMA and 
ACCFA was lending to them at an average of more 
than P5 million per month. ACCFA had expanded 
from rice into tobacco financing and marketing and 
had completed plans, now beginning to be implemented, 
for launching of coconut cooperatives. The U.S. aid 
mission in Manila expressed its evaluation of ACCFA’s 
importance to Philippine economic and social advance- 
ment by giving grants which totaled $1,651,200 by the 
end of FY 1955, the heaviest U.S. investment in any 
of the Philippine agencies implementing agrarian re- 
form. U.S. assistance financed jeeps for ACCFA per- 
sonnel, acquisition of mechanical office equipment, 
building of warehouses and rice mills, and technical 
advice to improve administrative procedures 

FACOMA operations have not, of course, been with- 
out problems, but difficulties have been surmounted 
with a much greater degree of success than in previous 
Philippine cooperative experiments.*? Careful checking 
of accounts by ACCFA auditors has minimized finan- 
cial irregularities. Though a number of FACOMA of- 
ficials have had to be dismissed for making money dis- 
honestly, due to ACCFA tutelage, not a single 
tive has ceased to exist as a consequence. An intensive 
ACCFA educational campaign has attempted to in- 
culcate cooperative principles in farmer members, a 


coe »pera- 


difficult task since most of them joined simply “to get 
a loan.” Inexperienced FACOMA officials are learning 
the techniques of cooperative credit and marketing. 
The besetting sin of most FACOMA is politics, which 
is not surprising in a country where it is said to be the 
biggest “industry.” In most localities where they are 
found the FACOMA has become the most important 
organization besides the municipal government. Not 
only has office in a FACOMA become a stepping stone 
to local political office, but in some towns the reverse 
is also true. ACCFA supervisors have met the situation 
with stern regulations against political activity by 
FACOMA officials, but the regulations are 
hard to enforce, and, even if they were always enforced 


sometimes 


to the letter, the purely economic motivation would not 
necessarily have gained ascendancy in the conduct of 
FACOMA affairs. 


External, overt, landlord opposition has been only 
sporadic. Most landlords who have not already decided 


to cooperate sincerely have found that their most ad- 


vantageous course was to join the FACOMA and try 
to turn it to their own profit. They have sometimes 
done this by grabbing the lion’s share of FACOMA 
loans, then illegally relending the money to their tenants 
at much higher interest rates. Often, too, they have 
been thwarted in the attempt. 


10 See Donn V. Hart, “The Philippine Cooperative Move- 
ment,” Far Eastern Survey, February and March 1955 
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Cooperatives, which presuppose a rather egalitarian 
social structure, cannot function properly in a_hier- 
archical one such as that of the Philippines. But under 
determined leadership they can gradually help to mold 
a society without great contrasts of wealth and power. 
and thus create for themselves a compatible environ- 
ment. This is happening in the Philippines. The eco- 
nomic gains to 73.387 FACOMA members in FY 1955 
have been estimated by ACCFA at over P12 million in 
saved, P8 million earned from in- 
creased rice prices and P4.5 million from higher to- 
hacco prices, in addition to the added income from in- 
creased production as the result of using more fertilizer 
and insecticides. The social gains are less tangible but 


usurious interest 


no less real. Tenants are, on many occasions, being 
thrust into positions of community leadership by elec- 
tion to FACOMA boards of directors. and the landlords’ 
traditional techniques for directing community decision- 
making are being frustrated. 

Within the entire agrarian reform program Magsay- 
say was most intensely concerned with the improvement 
of tenant-landlord relations. It was in landlord oppres- 
sion that injustice became visible to him. Having seen 
injustice, the President felt impelled to act. Sometimes 
he sent terse notes to subordinates demanding prompt 
action to relieve a tenant’s distress: at other times. 
when he thought official negligence was the cause of 
the trouble, Magsaysay would call the official concerned 
to his office: or he might himself travel to the scene of 
the conflict to learn the tenant’s complaint first hand 
and to right the wrong, as far as possible. on the spot 
Cabinet meetings were occasionally interrupted and im- 
portant appointments cancelled to allow for such trips 
One may find it hard to comprehend the value of such 
behavior by a Chief of State, but the circumstances 
dictated a need for it, and it was a measure of Mag- 
saysay’s greatness that he perceived the need and acted 
upon it, even in the face of ridicule from his enemies 
and from some of his less unconventional friends. 

Given the President's special interest in this sphere. 
it is understandable that rent reduction and tenure 
security were the most successful aspects of his admin- 
istration’s efforts toward agrarian reform. He called 
for better administration and a new law in his first 
State of the Nation address to Congress: “The govern- 
ment should extend greater protection to tenants who 

are often badly in need of advice with respect to 
their rights. .. . I urge Congress to strengthen the legal 
staff entrusted with the specific task of rendering this 
kind of assistance. Existing legislation on tenancy re- 
lations is confusing, there are too many laws in too 
manv books. We need a single, concise and easily un- 
derstood farm tenancy code.”"' This is a mild way of 

“1! Manila Times, January 26, 1954. “ae 
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stating the need for reform. But the President actually 
worked for and achieved more than the amalgamation 


of existing legislation. 


Agricultural Tenancy Act 


On March 10 Magsaysay created an Inter-Depart- 
mental Committee on Land Tenure which was to “pre- 
pare a realistic land tenure program based on policies 
enunciated by the President.” to review bills already 
filed in Congress, and to prepare drafts of “compli- 
mentary bills’ to insure “comprehensive implementa- 
tion” of the program. The first piece of legislation in- 
fluenced by the work of this Committee was, after its 
inanimous passage on August 3, known as the Agri- 

iltural Tenancy Act of 1954. Unanimity is a custom 
in the Philippine Congress which belies the fact that 
there had been considerable behind-the-scenes opposi- 
tion. A spokesman for the Rice Producers Association, 
a landlords’ organization which had lobbied intensely 
against the Act, called it “a monument of ill-considered 
intended to please a certain group to 


This is an exaggeration, 


legislation 
the prejudice of another.” 
however: the advances for the tenant, though important, 
were hardly “monumental.” Nevertheless, even this Act 
would not have passed Congress without the determina- 
tion of the President and the lovalty to him of a few 
Senators and Representatives 

Leasehold, or fixed rent, tenancy was, except for bare 
mention in Republic Act 34, a new concept in Philip- 
pine tenancy legislation. When first proposed as a step 
upward in the agrarian ladder for kasamas (share ten- 
ants!, It was designed to give them more independence 
and a larger share of production. Unfortunately, Re- 
public Act 1199, which allows the tenant to opt for the 
leasehold system. has not really given them either. 
Managerial decisions in Philippine share tenancy have 
traditionally been made by the landlord. In fact, before 
1954 all the landlord’s managerial rights were legally 
protected. The new Act nowhere explicitly transfers 
managerial rights to the lessor and, in Section 6, de- 
fines the “tenancy relationship” as one which “arises 
between a landholder and a tenant once they agree to 
indertake jointly the cultivation of land belonging to 
the former either under share tenancy or leasehold.” 
Yet “joint cultivation” is the essence of the kasama 
system and refers to the owner's role in management, 
not in the actual tilling of the soil 

Under the most favorable sharing arrangement the 
tenant has to pay for the land only 30 percent of the 
crop— after the cost of fertilizer, pest and weed control, 
reaping and threshing has been deducted from the 
gross harvest. Under leasehold the tenant may be legal- 
ly required by his landlord to pay in rent “for the use 





of the land” as much as 30 percent of the gross harvest 
and to shoulder the cost of fertilizers, threshing, etc. 
himself. In view of the law’s provision it is not sur- 
prising that the share tenants have not rushed to opt 
for the leasehold system. In fact, very few such changes 
have been recorded. 

The extension of the coverage of Republic Act 1199 
to crops other than rice was perhaps the most important 
advance of the 1954 law over previous tenancy legisla- 
tion. In the bill passed in the regular session by the 
Senate there was an attempt to spell out in some detail 
the shares properly corresponding to the different fac- 
tors of production in crops other than rice. But the 
Act merely stipulates a minimum share of 30 percent 
for the tenants’ labor. The gain for non-rice tenants 
came not so much from this provision, however, as 
from other portions of the Act which apply equally to 
all crops and types of tenancies. For example, Section 
19 exempted 25 percent of the tenants’ share of the 
harvest from the landlords’ lien in case of unpaid debts, 
whereas under Act 4054, applicable to rice share 
tenantry only, there had been an exemption of just 
15 percent. 

Greater security, and at the same time greater free- 
dom, for all tenants are the most significant results of 
the Act. Act 4054 had prohibited ejection of tenants 
without “just and reasonable cause.” but listed only 
some of the causes which might be so considered. In- 
cluded in the list were vague phrases highly susceptible 
to landlord abuse, e.g. “gross misconduct or wilful dis- 
obedience on the part of the tenant to the orders of the 
landlord or of his representative in connection with 
his work; fraud or breach of trust in connection with 
work entrusted to him.” In R.A. 1199 these vague 
phrases have been eliminated and Section 49 provides 
that “the tenant shall not be dispossessed of his hold- 
ings except for any of the causes hereinafter enum- 
erated.” This new enumeration is worded so as to be 
almost incapable of an interpretation unjustly detri- 
mental to the tenant. Furthermore, the burden of proof 
to show the existence of a lawful cause for ejectment is, 
in Section 51, thrown upon the landlord. No ejectment 
can take place without a hearing in, and authorization 
of, the Court of Agrarian Relations. 

The tenant’s freedom had been seriously restricted 
by Section 25 of Act 4054, which, with an almost feudal 
ring, said that “the tenant cannot leave his landlord 
at any time except for good cause.” R.A. 1199 only 
penalizes the tenant’s leaving his farm before the crop 
is harvested. Under the old law “the management 
of the farm rests with the landlord”; the only sub- 
stantial management rights which now remain to the 
landlord are the right to choose the kind of crop and 
seeds and the right to require the use of fertilizer. The 
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tenant, on the other hand, may provide any of the fac- 
tors of production that he is able. 

The rice tenant’s gain in the sharing of the crop and 
expenses is not apparent, but is nevertheless very real. 
The basic factors of land and labor continue to be 
awarded 30 percent of the net crop on first class land, 
with 5 percent each going to the party which con- 
tributes the work animal and the party which contributes 
the farm implements. A 1947 Court of Industrial Re- 
lations decision had allotted 30 percent to planting and 
cultivating. This is recognized in the new law, which 
gives 5 percent to the final harrowing and 25 percent 
to transplanting. Studies by the Agricultural Tenancy 
Commission have shown, however, that the real cost of 
transplanting is only about two-thirds of this 25 per- 
cent. Transplanting is often undertaken on an exchange 
labor basis, thus entailing little or no cash outlay for the 
tenant. Since the tenant may choose to shoulder any 
costs he is able, the “bonus” of over 8 percent to the 
party which does the transplanting will increasingly be 
the tenant’s. One of the most numerous causes of dis- 


pute under the new law has been the landlord's re- 


luctance to allow the tenant to collect this “bonus.” 
sually undertaken by the 
for the 
tenant who owns his own carabao and plow. The escape 


Since final harrowing is 


tenant. R.A. 1199 can be a real “70-30 law” 


clause of R.A. 34, “in the absence of any written agree- 
ment to the contrary,” which prevented it from being 
a “70-30 law,” is no more.** On August 30, 1954, when 
the President signed the Agricultural Tenancy Act, the 
only possible obstacles to the achievement of greater 
justice for over 700,000 tenants were administrative. 
Magsaysay had not waited, however, for a new law 
before coping with these administraiive obstacles. Dur- 
ing his second week in office he “suggested” to the 
Chief of Staff of the Armed Forces that a team of 
Judge Advocate officers be detailed to prosecute viola- 
tions of tenancy laws. Soon Army officers with legal 
training, having been briefed on the applicable statutes, 
were scattered throughout Central Luzon mediating 
disputes and prosecuting obstinate tenants and over- 
bearing landlords. After the Agricultural Tenancy Com- 
mission, and later the Court of Agrarian Relations, 
were formed, these officers cooperated with the new 
agencies. In June 1956, just before the Anny Judge 
Advocates turned over their role in tenancy law en- 
forcement to the Judge Advocate General’s Office 
(JAGO) of the Philippine Constabulary, which they 
had trained for the job, there were 6 officers working 
with ATC and 17 with CAR. This was perhaps an even 
more effective technique than EDCOR for persuading 





12 See the author’s “Philippine Rice Share Tenancy Act,” 
Pacific Affairs, March 1954, for an analysis of R.A. 34. 
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a large segment of the population that the Armed 
Forces are the people’s friends and not their enemies. 

Congress did not provide for any new agency to help 
enforce Republic Act 1199, and, more important, it 
did not authorize any additional funds for the purpose. 
This had been an effective method in the past by which 
a conservative Congress could kill infant reforms. But, 
in the case of the Agricultural Tenancy Act, President 
Magsaysay prevented infanticide by allotting P150,000 
from his “contingent fund” for the establishment of an 
Agricultural Tenancy Commission. During the last five 
months of the fiscal year it received an additional 
P66,000 from U.S. aid counterpart funds. 


Duties of the ATC 

The Commission, created by Administrative Order 
No. 67 on September 30, was to carry out the duties 
of the Secretaries of Agriculture and Justice listed in 
the Act. Section 52 required the Secretary of Agri- 
culture to conduct educational programs “to acquaint 
the tenants and landholders with their rights and re- 
to prepare and distribute contract forms, 
and to conduct research in order to determine the ex- 


sponsibilities,” 


- . (. 
tent of compliance and fairness of the Act. The Secre- 


tary of Justice was made responsible in Section 53 for 
“formulating a national enforcement program.” Thus 
the Commission was divided into mediation, informa- 
divisions. The Chair- 
nan and two commissioners are appointed by the two 
Secretaries “in consultation.” The ATC’s first Chair- 
man, after only a few months in office, had to resign 


tion, and technical (i.e. research 


under a barrage of serious, but unproved, charges. He 
was replaced with Colonel Guillermo Santos of the 
JAGO who had distinguished himself in the early 
months of the Magsaysay administration with his fair, 
but forceful, handling of the explosive dispute at the 
government-owned Hacienda San Pedro Tunasan. 

At the end of the first nine months of ATC opera- 
had distributed over 
170,000 copies of educational pamphlets, tenancy con- 
tracts, and the law itself, in English and three Philippine 
languages, had produced one movie, and had organized 


tion the information division 


214 public forums to explain the new tenancy law in 
In fiscal year 1956 the number of 
public meetings and of copies of Commission-printed 
literature distributed increased five-fold. The budget 
for that year, 69 percent of which came from U.S. aid 
counterpart funds,’* had increased more than three-fold 
over the previous nine-month period. By July 1, 1956, 
the ATC had also received approximately $64,000 in 


13 See ATC, Annual Report, 1955, pp. 66-78. 

14 See ATC, Annual Report, 1956, p. 15. The other 31 
percent came from the regular appropriations of the Depart- 
ments of Agriculture and Justice. 
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twenty provinces.’ 





dollar aid from ICA for the purchase of jeeps and 
movie and office equipment. 

The ATC is engaged in the administration of a 
revolution: it is the mediation division’s job to quell the 
unrest fomented by the information campaign. During 
the first nine months of operation, 596 disputes were 
brought to the Commission and 270 settled amicably; 
the remainder were either acted upon and awaiting 
settlement, were pending investigation, or had been 
taken to court. In FY 1956 more than twice as many 
cases were referred to the Commission, while the num- 
ber of those settled amicably increased nearly four 
times. ATC mediation attorneys are probably the first 
government officials which most tenants have ever seen 
who seem to exhibit a bias against landlords (though 
this is, of course, not always the case). They take very 
seriously Section 56 of R.A. 1199 which provides that 
“in the interpretation and enforcement of this Act” 
all “grave doubts” should be resolved in favor of the 
tenant. For example, in many instances they have in- 
terpreted “auxiliary crops,” a poorly defined term in 
the law, to mean any crop grown on a farm in addi- 
tion to rice, even if, as is the case with tobacco, the 
“auxiliary crop” has a greater monetary value than the 
“principal crop.” Section 30 of the Act gives 80 percent 
of the “auxiliary crop” to the tenant if he shoulders all 
production costs. 

The technical division undertakes research to provide 
the necessary information for amendments to the law. 
A study of costs and practices in corn tenancy which 
covered 73 villages in 12 provinces was completed in 
March 1956. It will eventually be the basis for new 
sections of the law covering corn. A similar study for 
rice was made from April to June of 1956. The division 
has already made recommendations to revise, among 
others, Section 26—to fix the minimum home lot as a 
percentage of the farm lot rather than as an absolute 
area—-and Section 32—to reduce the share given to 
the party which defrays the expertses of transplanting.** 

In the early drafts of the Agricultural Tenancy Act 


- reference had been made to a “Court of Agrarian Re- 


lations,” since another bill, $.B. 142, had been intro- 
duced in the Senate at about the same time to create 
such a court. But the Agrarian Court bill faced even 
more opposition than the tenancy bill; when it became 
apparent that the latter would pass first, mention of 
an as yet non-existent court was omitted from it and the 
Court of Industrial Relations was given jurisdiction in- 
stead. The Tenancy Division of the CIR had existed 
since before the war, but its consistently inadequate 
appropriations reflected the signal lack of concern of a 
landlord-dominated Congress for vigorous enforcement 
of tenancy laws. This inadequacy was most keenly felt 
15 See ATC, Annual, Report, 1955, pp. 101-108. 
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in the lack of travel funds sufficient to allow either 
Judges or Commissioners—-except rarely--to go to the 
disputants, since tenants could not afford to travel long 
distances to Manila to present a case. The tripling of 
the rate of filing of new cases after the establishment 
of the CAR is some indication of the number of cases 
that were never filed because of the Court’s distance 
from its prospective customers. 

Magsaysay could not create a Court by administra- 
tive order, but had to wait on an unenthusiastic Con- 
gress to enact a law. Though the Senate adopted the 
conference report in the Julv 1954 special session, the 
House conferees “engaged in consultation’”—as it was 
later explained by the House Majority Floor Leader**— 
for nearly a year before asking approval of this report. 

The result of one year’s delay in the enactment of the 
Agrarian Court measure resulted, perhaps inadvertently, 
in an important omission. Section 18 appropriated 
P400,000—in addition to the regular appropriation of 
the CIR Tenancy Division which was to be transferred 
to the new Court—for expenses “up to the last day of 
the fiscal year 1955.” The President signed the Act 
just 17 days before the end of that fiscal year, so that 
there were obviously no funds to hire new personnel 

The amendatory bill which the President certified to 
the July 1955 special session was not, however, limited 
to a correction of the year of appropriation by the time 
it had emerged from the legislative mill as R.A. 1409 
The CAR’s criminal jurisdiction was removed as being 
inappropriate for a court given the freedom to disregard 
Rules of Court, and the power to appoint commissioners 
and clerks was transferred from the executive judge to 
“the President of the Philippines with the consent of 
the Commission on Appointments of the Congress.” 
Debate on this latter item revealed that delay in the 
passage of the original bill may have been caused by 
Congressmen’s apprehension that they would be unable 
to influence the executive judge’s appointments. Patron- 
age is the life blood of Philippine politics. 

By August the country was in the midst of an elec- 
tion campaign. Nine Senators and 52 Governors were 
to be chosen in November. As he faced the necessity of 
appointing CAR judges, the President was subject to 
very great political pressures. Though he wanted to 
find good men, he was threatened with retaliation from 
his party’s supporters if their recommendees were not 
favored—and there were 200 applicants for the nine 


posts."* The ensuing delay was probably caused by the 


lengthy screening which a conscientious choice required 
and by the President’s underestimation of his ov.» politi- 
cal strength. Meanwhile tenancy disputes multipued. On 


16 Congressional Record, House, May 19, 1955. p. 3461 
17 See Joaquin Roces, “This is My Owr The Agrarian 
Court.’ Manila Times, October 11, 1955 


14 


October 17 the Undersecretary of Justice authorized 
attorneys in the CIR Tenancy Division, who had been 
theoretically transferred to the CAR, to mediate tenancy 
disputes until the appointment of the CAR judges."* 
The Executive Judge was finally named on November 
14. By December, when four more judges were ap- 
pointed, cases began to be heard, and 118 cases were 
decided or otherwise disposed of before the end of the 
year. This rapid start was the result of the constructive 
impatience of the Executive Judge, the former chair- 
man of the ATC, Guillermo Santos, who believes that 
delay is injustice. (One of the junior commissioners of 
the ATC, 28-year-old Fernando Santiago, was appointed 
to replace Santos; he has a detailed knowledge of the 
laws and of tenancy conditions, and a willingness to 
stick his neck out for a good cause. ) 

The CAR inherited a tremendous backlog of cases, 
most of which had accumulated between the abolition 
of the CIR Tenancy Division and the appointment of 
the Executive Judge. The ATC information program 
was apparently quite successful: in the first full year 
of CAR operations 2,589 cases were newly filed, or 
slightly more than the total for the prev ious three years 
in the CIR. In view of the fact that the Court was at 
full strength little more than ten months during 1956, 
one need not be too pessimistic in noting that the num- 
ber of cases decided and otherwise disposed of was only 
about seven-eighths of the FY 1953-55 total. Nearly 
300 more cases were disposed of in 1956 than were 
filed. This was done on a budget of P364.235 during 
the first seven months of operation, since all the money 
authorized by Congress was not released. For the initial 
stages of a new agency this was not sufficient and sup- 
plies had to be borrowed from the ATC. For fiscal year 
1957 the CAR was given an appropriation of P733,150, 
including P81,000 from counterpart funds. 

During the Congressional debate on R.A. 1409 some 
doubt had been expressed as to whether the CAR was, 
strictly speaking, a “court”; some felt it would more 
properly be termed a “quasi-judicial body.” Certainly 
it is more mobile and its procedures more expeditious 
than any regular court in the Philippines. All eight as- 
sociate judges hold court outside Manila. Because the 
Act is largely silent on this matter, the Executive Judge, 
who sits in Manila, has considerable discretion in the 
deployment of his colleagues. Though there are nine 
districts of the Court, Judge Santos can and does trans- 
fer judges temporarily from districts where cases are 
few to those where the backlog is heavy. Furthermore, 
though the judges’ courtrooms are located in the most 
centrally situated provincial capitals of the regions, they 
are authorized to hold court in any municipal building 
and in practice may even travel to remote villages to 


18 Manila Times, October 18, 1955. 
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hear evidence or to make ocular inspections of fields 
in dispute. $58,111 in U.S. aid has bought 18 jeeps and 
4 station wagons, among other things, to help make 
such mobility a reality.’” 

The CAR is working hard to break down traditional, 
and well-justified, tenant mistrust of courts. It attempts 
to accomplish this by being alwavs available, and by 
rapid and relatively informal handling of cases. The 
Court is free from the procedural restrictions of the 
Rules of Court, and, under Section 11, it need not, in 
issuing orders or decisions, “be restricted to the specific 
relief claimed or demands made by the parties, but may 
include . any matter which may be deemed 
necessary and expedient for the purpose of settling the 
dispute or of preventing further disputes, providing 
that said matter . . . has been established by competent 
evidence during the hearing.” Besides lack of docket 
fees for litigants and firm reliance on the doctrine of 
R.A. 1199 that grave doubts should be resolved in 
favor of the tenant, the CAR is, in some other respects 
also, the ‘tenants’ court” that its enemies are fond of 
calling it, at least if one compares it with the courts 
of the past, in which tenants rarely obtained justice. 

The legal staff of the Federation of Free Farmers, 
the only national tenant organization in the Philippines, 
helps make the CAR more accessible to hundreds of 
its members by offering free counsel. Though a large 
percentage of tenants’ lawyers appearing before the 
CAR are connected with some tenant organization, in 
most cases their services are not free. Many “tenants 


and farmers unions,” 


with dues-paying members, are 
formed by ambitious young lawyers to make a profit- 
able business of tenancy cases. Usually these organiza- 
tions are limited geographically to the towns adjacent 
to the lawyer-president’s home. Dues bring the members 
no services besides the filing of court cases. 

As of June 1955 the ATC listed the existence of 24 
tenant organizations registered with the Department 
of Labor and 7 more which were unregistered but found 
to be active. In addition to attorney's client groups, 
there were, in this very incomplete listing, a number 
of organizations on a single hacienda which were tenant- 
led, internally cohesive, and which dealt directly with 
the landlord more often than taking cases to court. 
But since the outlawing of the Communist-led Na- 
tional Peasants Union in 1948, there had been no active 
nation-wide peasant movement working peacefully and 
legally until the founding of the Federation of Free 
Farmers in October 1953. The ideology of the Federa- 
tion’s founders—headed by Jeremias Montemayor, a 
dedicated young law’ professor—is Roman Catholic in 
origin and Jesuit in orientation. But the FFF’s Jesuit 
advisors have not usually overstepped the bounds of an 


19 See CAR, Annual Report, 1956, p. 24. 
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advisor’s proper role, and no narrow religious concepts 
inhibit the effectiveness of the services which the Fed- 
eration provides all its members. 

In four years of existence the Federation has grown 
to a national membership of well over 50,000, scattered 
in about 30 provinces but concentrated in Central 
Luzon. Besides providing its tenant members with ease 
of access to the CAR, the FFF staff has also acted as 
liaison with the other agrarian reform agencies. It 
brings information about NARRA settlement projects 
to the villages and arranges meetings between its mem- 
bers and NARRA officials; as a result, 300 FFF fami- 
lies have actually been resettled. The Federation was 
also distributing copies of R.A. 1199 in three Filipino 
dialects before any government agency had translated 
it from the English; 100,000 copies have been given 
out by now. In addition to supplementing the ATC’s 
information program, the FFF’s officers occasionally 
negotiate with landlords on behalf of the members for 
better tenancy contracts, or, more frequently, arrange 
for the speedy handling of tenancy disputes by ATC 
mediators. The Federation’s relations with the newest 
agrarian reform agency, the Land Tenure Administra- 
tion, have been somewhat less cordial, but nonetheless 
productive of services to its members. Six tenant peti- 
tions for expropriation of big landed estates have been 
forwarded through FFF channels to the President and 
the LTA. This important phase of FFF activity, help- 
ing to bring government services to the farmers’ needs, 
was greatly assisted by President Magsaysay’s personal 
interest in the success of the Federation’s program. With 
this helping hand gone, the Federation is being forced 
to fall back on its own resources and on a variety of 
other political connections. It may well become a 
stronger organization in the process. 

This article will be concluded in the February issue. 
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CONTROL OF JAPANESE FOREIGN POLICY: A Study 
of Civil-Military Rivalry, 1930-1945. By Yale Candee 
Maxon. University of California Publications in Political 
Science, Volume 5. Berkeley and Los Angeles: University 
of California Press. 1957. 286 pp. $6.00 (cloth); $5.00 
paper). 


Mr. Maxon could not have selected a better example than 
that of Japan to make his basic point: that foreign policy 
is too important a matter to be entrusted to professional mili- 
tary planners. He contends that structural flaws in the Japa- 
nese government and the consequences developing from them 
were the major contributing factors to the victory of the mili- 
tary in the struggle to control foreign policy. He concludes 
that intoxication with their own propaganda, an irrational 





preoccupation with the so-called prestige of the Army and 
an inability to comprehend the non-military aspects of both 
diplomacy and war itself were the primary reasons for the 
failure of the military planners and the consequent disaster 
that overtook Japan. 

The author has not established beyond a reasonable doubt 
one of his key points, namely, that it was “the field-grade 
(sakan) staff officers in the Army and Navy” who were pri- 
marily responsible for the formulation of foreign policy be- 
tween 1930 and 1945. The point is a good one and is sup- 
ported with a quantitatively impressive amount of evidence 
but it remains, in my opinion, unproved. The difficulty, I be- 
lieve, arises from the nature of the sources on which the 
author necessarily had to rely. 

The materials from the Tokyo war crimes trials and from 
the flood of postwar Japanese memoirs have been extremely 
valuable in establishing facts that previously had been cither 
unknown or unverified, but it remains true that these ma- 
terials are also tendentious, designed cither to convict or to 
exculpate. Mr. Maxon draws on them extensively and with 
care, but his case against the field-grade officers is not con- 
clusively established primarily because of the unavoidable ab- 
sence of additional evidence from other sources. I am certain 
that, had he had access to materials from the Foreign Min- 
istry which would have provided a more detailed picture of 
the civilian side of disputes over foreign policy or from the 
old War and Navy Ministries whose files were destroyed when 
the fighting ceased in 1945, his case against the field-grade 
officers could have been made air-tight 

It is unfortunate that the impact of some of the most in- 
teresting material in the book has been blunted because it 
follows so closely on the publication of two excellent earlier 
studies, F. C. Jones’ Japan’s New Order in East Asia, 1937- 
1945 and R. J. C. Butow’s Japan’s Decision 

This reviewer hopes that Mr. Maxon is preparing a biog- 
raphy of General Tojo, a task for which he seems excellently 
equipped both by this study and by his rok 
preter in the interrogation of the General carly in 1946 
University of Washington 


Surrender 


as official] inter- 


JOHN M MAKI 


CHINESE SOCIETY IN THAILAND: An Analytical His- 
tory. By G. William Skinner. Ithaca 
Press. 1957. 459 pp. $6.50. 


Cornell University 


The Chinese minority in Thailand is one of several over- 
seas Chinese groups in Southeast Asia which have captured 
the attention of local nationalists and Western scholars alike 
since the end of World War II. In recent years our under- 
standing of these minorities has been advanced through sev- 
eral field investigations conducted by European and American 
scholars, not all of whose findings have yet been published. 
Of the published works thus far, the present study, by an 
anthropologist who spent the last several years in Thailand, 
is the most ambitious and, subject to the limitations men- 
tioned below, one of the most thorough 

In this study the history of the Chinese in Thailand is 
traced from the 13th century to 1956, all but some 28 pages, 
however, being given to the last two centuries. Roughly half 
of the effective text covers the period since 1917, which re- 
flects Thailand’s mushrooming concern about its Chinese 
minority during the last 40 years. The author has attempted 
to write an analysis of Chinese society in historical perspective 
—that is, to separate Thai history into time periods and with- 
in these to discuss a miscellany of topics and certain desig- 
nated problems in Sino-Thai relations: immigration and popu- 
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lation growth, economic development and restrictions, and na- 
tionalism. Missionary accounts, official records, consular re- 
ports, travel descriptions of Thailand and South China were 
scoured for information about the Chinese; and while such 
exceedingly fine sifting of persons, place names, and dates 
makes for arduous reading, the specialist will welcome the 
richness of factual detail. In addition to this collation and 
analysis of existing, but scattered and hidden data, the author 
has used the results of his own research in Thailand to fill 
in gaps left by the literature. His discussion of Chinese de- 
mography and dialect group distribution is especially good. 
The wartime and immediate postwar periods, hitherto major 
lacunae, are described with meticulous detail. The maps are 
excellent and the bibliography extensive. 

One does not, however, secure from this book a well- 
rounded picture of Chinese society in Thailand such as the 
title might imply. Overwhelming attention is given to the 
politico-economic consequences of Chinese and Thai national- 
ism, but there is very little about Chinese religious institu- 
tions. Nor will the reader find much about the Chinese family, 
or even Chinese kinship organizations. Economic institutions 
as distinguished from economic activities), the raison d’étre 
of Chinese community life, are superficially treated. The study 
is open to two other general criticisms. In reconstructing the 
history of the Chinese in Thailand Skinner has relied heavily 
on European and locally-published Chinese accounts. Virtually 
no Thai language sources are used. The one quick look into 
Thai historical literature that we get (footnote 114, page 
387) encourages one to ask whether other details of over- 
seas Chinese history might not be found there, and whether 
this Thai historical picture might differ significantly from 
the versions presented by European and Chinese writers. 

The author has indeed performed a useful service in draw- 
ing on locally published Chinese language accounts—a cava- 
lier disregard of local literature has been all too common in 
the histories of Southeast Asia written by Westerners. How- 
ever, his contribution would have been greater had he pro- 
vided some clue as to the reliability or accuracy of these 
Chinese accounts. No author is identified other than by 
name, no annotation or evaluation is given of any study, 
either in the footnotes or in the bibliography. As the author 
would undoubtedly agree, far too much misinformation about 
the overseas Chinese has already found its way into Western 
literature for any source to be accepted uncritically. 

Hong Kong RICHARD J. COUGHLIN 
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